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THURSDAY, FEBRUARY 17, 1955 


Unirep Srares SENATE, 
ComMITree ON Foreign ReEvations, 
Washington, dD, 

The committee met, pursuant to call, at 10:20 a. m., in the Foreign 
Relations Committee room, United States Capitol Building, Senator 
Walter F. George (chairman) presiding. 

Present: Senators George, Green, Humphrey, Knowland, and 
Langer. 

The CuatrMan. We have the nomination of General Holmes, of 
Kansas, a Foreign Service officer of the class of career minister, to be 
Ambassador of the United States to Iran, vice Loy W. Henderson, 
resigned. 

This nomination has been approved by both Senators from Kansas. 
Mr. Holmes has been accorded security clearance based on a full field 
investigation conducted by the Federal Bureau of Investigation. 

General Holmes is present and has expressed a willingness, if not a 
desire, to make a public statement. 

Later on we will ask the general to make a statement covering his 
general experience in the field of foreign relations and touching upon 
his qualifications for the post to which he has been nominated. 

Of course, he appreciates the fact that he is assigned to a critical 
area of the world, if his nomination is confirmed. He probably will 
be able to indicate how our relations with Iran might be improved or, 
at least, handled. 

Before asking General Holmes to make a statement, we would like 
to have a statement from Assistant Secretary of State Thruston 
Morton, for the record. 


STATEMENT OF HON. THRUSTON B. MORTON, ASSISTANT 
SECRETARY OF STATE 


Mr. Morron. Thank you, Mr. Chairman. 

On behalf of the Secretary of State, I would like to make a brief 
statement. 

Mr. Holmes, while serving as a career minister in the Foreign Serv- 
ice on special assignment, about a year ago, was included in a grand- 
jury iidictalieitt concerning the sale of surplus ships. Mr. Holmes at 
cnce requested a leave of absence from the Secretar y, and his request 
was granted. Mr. Holmes refused to join with the other persons, also 
indicted, in various motions to dismiss the indictment. The only 
motion made in his behalf was for a prompt trial. 

The Government itself voluntarily dismissed the indictment on its 
own initiative. I would like to read from a letter addressed to Mr. 
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Phlieger, legal adviser of the Department of State, and from the 
n of Davis, Polk, Wardwell, Sunderland & Kiendle, of New York. 
lhis is the firm headed by John W. Davis. The date of the letter 
January 7,1955. It reads as follows: 
Drank Mr. PHLEGER: We are delivering to you herewith a memorandum in re- 
spect to Mr. Holmes’ experience with American Overseas Tanker Corp. and its 
isition in 1947 of five surplus vessels in the Maritime Commission. As you 
Will set reading this memorandum, it is-designed to provide you with an 
utline of all of Mr. Holmes’ connections with this matter, including the sealed 


indictment returned against him on April 23, 1953, and its ultimate dismissal 
motion of the attorneys for the United States. We have attempted to make 
S memorandum completely factual and to avoid argument in Mr. Holmes’ 
behalf, permitting the facts to speak for themselves. At the same time, how 
ever, we would want you to know of our firm conviction that there was no jus 
tification in the fact or in law for this indictment, and that Mr. Holmes, as 
we understand the facts, conducted himself in connection with this transactio 
vith complete propriety aud honor. 

The legal adviser in the Department of State examined this matter 
in great detail, and he informed the Secret: ary that, in his opinion, 
Mr. Holmes’ actions in this matter do not render him unfit to be a 
diplomatic representative of the United States. The concurrence of 
the Secretary and the President in this opinion is evidenced by the 
fact that Mr. Holmes’ nomination for the important post of Ambas- 
sador to Iran has been sent to the Senate. 

The reason for this statement of mine on behalf of the Secretary is 
that Mr. Holmes has himself insisted that the matter be brought to 
the attention of the committee. He is prepared to go into the matter 
nasn we h detail as the committee may desire. 

The Cuatrman. Mr. Holmes, you may now give us a brief outline 
of your experience in the field of foreign relations, touching also upon 


your qualifications for the particular post to which you have been 
nominated, 


STATEMENT OF JULIUS C. HOLMES, OF KANSAS, NOMINEE TO BE 
AMBASSADOR TO IRAN 


Mr. Houmes. Thank you very much. 

I first entered the Foreign Service under competitive examination 

April of 1925. After a short period in the Department of State, 
training period, I was sent abroad to my first post, and I was the vice 
consul in Marseille, France. I was there not quite 2 years. I was 
transferred to Turkey. I went to Smyrna. Admiral Bristoe’s High 
Commission to Turkey was still going on, and I became a member of 
the High Commission to Turkey. I was designated an assistant dele- 
gate on that Commission, and served in Smyrna about 214 years. 

Shortly after I got there, the High Commission was done away with. 
We reestablished relations with Turkey, and Mr. Joseph Grew was 
named Ambassador. I served there as vice consul until August 1929, 
when I was transferred to the legation in Tirana, Albania. I was the 
senior secretary of the legation. The Minister then accredited left 
within about 2 weeks’ time and came back to the United States. He 
was assigned to another post, and I was left as Chargé d’Affaires for 
almost a year. 

I was then transferred to the legation in Bucharest, Romania, where 
I was also for a considerable time the senior secretary of the legation 
and Chargé d’A ffaires in the Minister’s absence. 
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[ was there 314 years. I was transferred back to the Department 
of State and became the Assistant Chief of the Division of Protocol 
and Conferences. In those days protocol activities were not as exten- 
sive as they are now, and in the Conferences Division we handled all 
matters of international conferences, plus international aviation and 
international communications. 

When the New York World’s Fair was organized in 1957, the sug- 
gestion was made that I be—world affairs and expositions also came 
under my Division—the suggestion was made that I be assigned to 
New York to assist the fair management with the representations of 
foreion countries in the New York World’s Fair. That didn’t seem 
to work out because I had small children in school, and so on, so I 
decided to resign. I resigned from the Foreign Service and became 
vice president of the Fair Cor p., New York World’s Fair Corporation. 

As such, I handled the participation of the foreign governments in 
the fair. 

At the conclusion of the fair I accepted a position with General Mills 
of Minneapolis, and became the president of their South American 
subsidiary. I went to Brazil, and was in that capacity when Pear] 
Harbor occurred. 

WARTIME DUTIES 


[ was an officer in the Reserve Corps, having maintained an active 
commission in the Reserve Corps right along. It was right after Pear! 
Harbor that I came back and reported for active duty. I was made 
the executive officer of the Joint Chiefs of Staff, under Gen. Bedell 
Smith, who was its secretary. 

I served in that capacity until August of 1942, at which time I was 
ordered to General Eisenhower's headquarters in London, and re- 
ported there about the 1st of September 1942, and was engaged in the 
political aspects—I was the American representative in the political 
section of the Allied Force Headquarters and, as such, was active in 
the political eos for the North African invasion. 

I went to North Africa prior to landing, and helped with some of 
the arrangements with the French, and bac k again, and after the land- 
ing occur red, I became at Allied Force Headquarte rs—by this time I 
was a colonel—I became the Chief of the Liaison Section. The job 
was political and military liaison between Allied Force Headquarters 
and the French. 

Subsequently, I became the head of the Military Government Section 
when we set out to capture the island of Sicily. 

I continued to be the Chief of the Military Government Section until 
the end of 1943, and planned and was responsible for the planning 
and execution of the military government of Sicily and of that portion 
of Italy which we captured. 

I then was transferred by way of Washington, where I spent a few 
weeks, to SHAEF Headquarters in London again, where I had the 
same responsibility. I became Assistant Chief of Staff, G5, of 
SHAEF, and as such I was senior American officer for the planning 
of the arrangements with the Allied Governments in exile, for the 
plans to reestablish them in author ity as soon as we had regained the 
territory and chased the Germans out. We had teams work up, Anglo- 
American teams, with the French, the Belgians, the Dutch, the Lux 
embourgers, the Norwegians, and, to a limited degree, with the Danes. 
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I continued to do that. At the same time we were planning the 
military government of Germany. By that I mean only the combat 
phase of military government and not the long-range control, the 
council phase of the oper: ation, which came later. 

[ continued to do that until January of 1944—sorry, January 1945. 


RETURN TO PRIVATE BUSINESS 


At that time I was called back to Washington and appointed 
Assistant Secretary of State. I was discharged from the Army and 
became Assistant Secretar y of State for Administration, in January 
1945. I accepted this appointment for the duration of the war, and 
shortly after the Japanese surrender I returned to private business. 

[ continued in private business until September—TI began it in the 
summer, but on the Ist of September 1948 I took my oath and re 
entered the Foreign Service as a career, went back to my old pro 
fession. 

Senator Lancer. What was the private business ? 

Mr. Houtmes. The first position I had was vice president of Trans 
World Airlines and, as such, Trans World Airlines being the prin 
cipal owner of TACA Airlines, and the request of the board of TWA 
| became president of TACA Airlines, which ran about 15 small air 
lines in Central and South America, and was party to the liquidation 
of that by sale. 

Fo) lowing that I was a paid member on the board of directors of 
2 or 3 companies, and it was during this period- 

Senator Lancer. Please give us the names of ‘the companies. 

Mr. Hotmes. The names of the companies were the John W. Harris 
& Co.. a building-construction firm in New York; the Reeves Instru- 
ment ( ‘orp., also of New York. 


REENTRY INTO THE FOREIGN SERVICE 


I then rejoined the Foreign Service on the Ist of September 1948, 
and was immediately assigned as Minister to London. I served as 
Minister to London, being the Deputy to the chief of the mission, the 
Aaateaast for 5 years, from the 1st of September 1948, when Mr. 
Lew Douglas was the Ambassador. He was succeeded by Mr. Walter 
Gifford, who was succeeded by Mr. Winthrop Aldrich. I left London 
the Ist of September in 1953, and returned to the United States, and 
I was actually on duty in the State Department when the indictment 
that Mr. Morton spoke of was opened, I was not in London at that 
time 

The Secretary had given me a special assignment, which was to try 
to find a solution to the Trieste problem, and I was working on that 
when this occurred. 


FAMILIARITY WITH NEAR EAST PROBLEMS 


During my time in London, in response to the chairman’s request, 
I had a great deal to do with or a substantial amount to do with Iranian 
matters hes ‘ause the great problem out there was the oil problem, and 
it was between Great Britain and Iran, and I was on the London end 
of the cable, so to speak, during all that time, and followed very close- 
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lv not only the develo ypments in the o1l 1 tter bu so the related 
political developments in Iran during that entire p 
\lso during this 5 vears’ time in London, | lau tod th 
y other problems arising in the Near and Middle East, principally 
because of the British involvement in them. Phat udes Egypt, 
Saudi Arabia, the disputes there, and so o 
The Cuarrman. Have you been in Iran? 
Mr. oi mes. No, sir; I have never been in Iran. 
The CHarrMan. You have never been there personally, but you did 


/ 


have cnet with an an while in London 

Mr. Hi iMEs. Yes, si 

The CHarrMAN. W hat happened, General, when these indictments 
were returned ? 

Mr. HoLMeEs. I am not certain how much detail- 

The CHarrMan. I don’t mean in great detail. What did you do 
ifter your learned about it? 

Mr. Hotmes. I will answer that re Senator, but perhaps you 
would rather have me tell you how it came about. 

The CuarrMan. Yes, sir. 

Mr. Houmes. Would it be a little better to do that first? 

The CHarrMan. You do it in your own way. It is quite all right. 


TANKER PURCHASI 


Mr. Houtmers. It was in 1947, during the period when I was nov in 

ie Government, together with several other people—Mr. Stettinius, 
the former Secretary of State was one; Admiral Halsey was another; 
Mr. Joseph Casey, a former Congressman from Massachusetts; Stan- 
ley Klein, who was a partner in the firm of J. W. Maguire & Co. They 
have very large textile factories in New York. Also the partners of 
the firm known as the Marine Transport Lines, which is one of the 
very fine ship-operating concerns in the country. 

We formed a company and applied to the Maritime Commission to 
obtain 20 T-2 tankers. 

Senator KNow.anp. To purchase or to charter? 

Mr. Hotmes. To purchase. 

Congress passed an act making it mandatory on the Maritime Com- 
mission to dispose of these ships. Congress fixed the price, The price 
was not negotiated. We applied to purchase these ships. We applied 
to buy 20 of these ships. We finally were allocated 5 of these ships at a 
fixed price, which was not negotiated; fixed by Congress. We paid 
cash. There was no Government credit involved whatever. 

We did employ credit. We borrowed over $9 million from the 
Metropolitan Life Insurance Co. We put in equity money of our own. 
We bought the ships and paid cash for them. 

At the same time, we entered into a bareboat charter with the 
Standard Oil Co. of New Jersey. I was an officer and director of 
this company at the time the ships were acquired. The income from the 
charter was to be paid right in to pay off the loan to the Metropolitan 
Insurance Co., and there was little or nothing for the management 
to do. 

Prior to my reentering into the Foreign Service, the 1st of Septem- 
her 1948, I resigned, of course, all business connections, and I resigned 
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an ofhicer and director of this company. I became simply a Stock 


older and put my shares away, hoping they would be worth some 


ne some day. 


NO CONNECTION WITIL COMPANY AFTER RETURN TO FOREIGN SERVICE 


From that time on, being a Government official, I had nothing 

hatever to do with the management of the company, no more thar 

I hold a few shares of stock in General Motors, and I have nothing 
to do with the management of General Motors. 

Some time later, it was, I think, in October or November 1950, Mr 
Casey, who was the president of the company, was on a vacation in 
Europe, and he told me that there had been a tentative offer to buy 
the shares of stock in the company, not the ships. He asked whether 
I would be ling ¢ to sell mine in case the offer materialized. I said 
that I didn’t know anything about the tanker market or the manage 
ment of the company and, if that was the management’s recommenda 
tion and everybody else thought it was a good thing to do, I would 
vo along with it. 

He subeanuentty told me that this had fallen through, that the offer 
ad been withdrawn, and there was no transaction. 

A little while after that—I don’t remember the exact date—I was 
talking one day with Mr. Harvey Klemmer. I hope members of the 
ommittee will remember, respectfully, this part of what I have to 
say, because it is extremely important later on. Mr. Klemmer was 
the maritime attaché in the Embassy in London. 

One of his jobs Was to report back to Washington construction costs 
of ships, and these, of course, were used by the Maritime Commission 
in determining subsidies for shipbuilding, and so on, and one day he 
said to me—we saw each other almost daily—and he said something 
ibout the tanker market being way off. I said, “Oh, that is too bad, 
because [ own some stock in a company that has five tankers. There 
vas some sort of an offer to buy these shares a while ago, but that has 
tallen through. It is too bad.” 

He said, “Oh, yes; it is too bad.” 

\ little while later—I think it was in January—Mr. Klemmer came 
into my office one day and he said, “Do you know about Mr. Niarchos, 
the big ship operator ?’ 

[ said, “Yes; 1 have seen his name in the paper, because he was 
vetting a lot sf chips built in England at the time.’ 

He said, “I was talking to him, and he expressed the worry that it 
are so long to get ships built and they were so expansive that he 
night like to buy some, and I told him about the company in which 
Mig were interested, and he would like to talk to you about it.’ 

I said, “I will not talk to him about it, Harvey. I have nothing to 
do with the management of the company. I am only a stockholder. 
[ am a responsible official of the Government, and I cannot get into 
anything like that, and I am afraid I cannot see him. If he is 


interested, he ought to go and see the management. I know nothing 
about. it.” 


So Klemmer said, “All right, he understands that.” 
Ife came back a few days later and said, “Well, I told Mr. Niarchos 


what you said and he understood you couldn’t discuss this w vith him, 


but he would like to meet you soci: ally. Will you come and have lunch 
vith us é 
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I said. “No. I won't do that either. I won't be involved in this 
at all bec: ase I have nothing to do with the management of the 
company. 

I never saw Mr. Niarchos, never exchanged a word with him, from 
that day to this. As far as I know, I have never seen him. I did not 
report this conservation to the management of the company. I did 
nothing about it further. 

I then came home, back to Washington, in June of 1950. I had 
been ordered back by the Department at the request of the Senate 
committee which was headed by Senator Tydings, to testify in the 

vestigation that was going on, and I was able to give some informa- 
tion about the Amerasia case which was the subject of discussion there. 

I gave my testimony, which took a few days. I went out to Kansas, 
saw my mother, and came back, and Mr. Casey said, “There is 
another prospect now that there is going to be an offer for the sale of 
the shares in the shipping company, and you ought to put your shares 
in escrow so they can be available in case it materializes.” 

So I took the shares and went to New York and saw Mr. Stanley 
Klein, who was handling the discussions about the sale of the ships. 

(nd he said, “We think we have a transaction. It isn’t final: but 

e think we have one, and you should go down to the Chase National 
Bank and put your stock in escrow, because the Chase Bank is the 
escrow agent. 

I said, “All right. Have you cleared this with the Maritime 
(Commission ¢” 

Klein said, “No. It isn’t necessary. We have an opinion on that. 
This is a sale to an American company, and so we don't have to have 
Maritime Commission consent. We have legal opinion that the 
Maritime Commission doesn’t have to approve it.” 

[ asked no more questions. I went down to the Chase National 
Bank, deposited the stock in escrow under a letter of transmittal 
which authorized the bank to deliver these shares at a stipulated price 
to a buyer, to be designated by Messrs. Klein and Casey. I didn’t 
know who the purchaser was. 

I then got on an airplane and went back to London. 

Some time later—it was July—TI got a letter from the Chase Na- 
tional Bank that the transaction had been completed and enclosing 
checks for the purchase price of the stock. 

Following that, there was some hearings, the Hoey committee 
went into this whole business of surplus ships, and this transaction 
Tae They had long hearings about it. I was not called to 
testify. I did not testify before the Hoey committee. 


SEALED INDICTMENT 


I came back, as I said a minute ago, in September of 1953, and I was 
told there was something pending. I think at that time Mr. Dulles 
had an idea of appointing me to a diplomatic mission, but he said there 
was some obstacle in the Department of Justice. I tried to find out 
what it was, without any luck at all, and finally discovered that there 
was a sealed indictment in which I was named. 

My attorneys were Davis, Polk, Wardwell, Sunderland & Kiendle, 
and they spoke to the people i in the Department of Justice, and said, 
“There is obviously some mistake here. Holmes would like to put 
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iumself at your disposal, the records, and everything he has, to see 
whether or not we cannot get into this.’ 

It was finally agreed that I would appear before a grand jury, not 
the same grand jury which handed down the indictment but a grand 
jury which had just been impaneled, and I could say what I pleased 
before this grand jury, provided I would waive immunity, which I did. 

1 waived immunity, and I appeared before the grand jury and made 
a statement substantially as I have made it here. I had no information 
of the specifies of the indictment, and very little guidance, and I had 
been sworn to secrecy, and therefore could not consult any records, but 
I told the grand jury substantially what I said here. 

[ was subsequently informed that the grand jury did not vote, that 
the grand jury was only a forum in whic +h I couid make this stateme nt, 
but the Department of Justice couldn’t do anything about the case 
because the indictment was sealed, and it would have to stand. 

sob indictment was opened, then, in February of 1953. I immedi- 
ately made a public statement and said there was some ghastly mistake 
made shoe it, that I was included in it, and that I would like to have 
a trial immediately and have it settled. Things went on for quite a 
long time. We got it set down once for trial and then other people 
who were involved got it postponed. 

Let me say something about the indictment when we first saw it. The 
indictment accused 18 people and 2 or 3 corporations of having con- 
spired to violate the maritime laws and of having violated them. It 
said that on or about the 1st of June 1950, 18 people met in the District 
of Columbia and planned this conspiracy, that on the 26th of June the 
conspiracy was agreed to, and that on or about the 25th of July it was 
consummated. On all three of these dates I was in London. I never 
saw a single person named among these 18 except my former associates 
in this business, Messrs. Casey and Klein. To my knowledge, I never 
saw one to this day. 

SETTLEMENT OF THE CASE 


We tried our best to get the case to trial. We tried to get a severance 
so my part of it could be heard separately, but without success. 

Finally, I don’t remember the date, but sometime along in the sum- 
mer apparently, there were several civil suits pending against the 
group headed by Mr. Niarchos, who had purchased the shares in the 
company, and there was a civil settlement between the Government and 
this group. I don’t know the details of that settlement, except there 
was a large settlement and a large sum of money was paid by the 
group to the Government. Then the corporate defendants made a pro 
forma plea of guilty, paid a fine, and the matter was dismissed with 
respect to all of the defendants except Messrs. Casey, Klein, and myself. 

Some time later the case was dismissed in oe to a motion as 

gainst Mr. Casey, and then in November the Government, of its own 
volition and in response to no request from me, went before the court 
and voluntarily dismissed the charges. 

That disposed of the matter entirely from a legal point of view, but 
we were still faced with the mystery of why I had been included in 
the indictment. 

So we took steps to try to find out why it was done. 

The Cruamman. General, may I ask you at this point, Were you 
include ; in the action brought for the recovery of the money ? 
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Mr. Hotmes. No, sir. 

The CHAIRMAN. You were not sued as a defendant in that matter? 

Mr. Hotmes. No, sir. 

The only persons mvolved in that were confined to the group that 
had pure -hased the stock. 

The Cuamrman. The purchasers? 

Mr. Hotmes. Yes, sir. 

The CHAIRMAN. I see. 

Very well: you may go ahead. 


REASON FOR THE INDICTMENT 


a Hoximes. In response to a letter which was addressed to me by 
Phleger, the Legal Adviser of the State Department, armed wit! 
nse letter, and with the consent of the Department of Justice, my 
ittorneys went to the court and asked to have those portions of tl 
erand jury minutes; that is, the grand jury which handed down the 
indictment, ot make those portions of the grand jury minutes whic! 
affected me, available to my attorney and to the proper officers of the 
Department of State, in order that the Secretary could have a full 
knowledge of what my involvement was. I am told it is rather un- 
isual for a court to accede to such a request, but it did. 

The attorney for the Government in open court said, “Those por- 
tions of the minutes which we are about to make available are the sole 
bases of Mr. Holmes’ inclusion in this indictment.” and those minutes 
n which they based my inclusion in the indictment was the testimony 
if Mr. Harvey Klemmer, who was the maritime attaché in London, 
ibout whom I spoke a moment ago, and his testimony was the way I 
recited. it. 

The suggestion was made on his own initiative, without any refer- 
ence to me at all. Ife made it before I knew about it. He came i: 
and spoke te me and asked whether I would discuss this matter with 
Mr. Niarchos. I had refused to do so, and I had nothing whatever t 
do with it. 

Based u pon the statement in open court by the Government's at 
torney, that was the sole basis of my inclusion in the indictment. 

The Legal Adviser of the Department, having gone into this, as Mr. 
Morton said, in great detail, came to the conclusion, I believe, my 
actions in this matter do not render me unfit to be a diplomatic rep 
resentative of the United States. 

Mr. Chairman, I wanted the committee to know about this be- 
cause I did not want the committee not to be apprised of it, and possi- 
bly to recommend my confirmation without full knowledge of what 
; happened. 

That is a brief story. The whole record, of course, is available in 
any detail you may wish. 


PURCHASERS OF TANKER STOCK UNKNOWN TO HOLMES 


The Carman. Let me ask you—and the other Senators here pres- 
ent may have questions to ask—you did not negotiate the sale of your 
own stock to anyone? 

Mr. Houmes. No, sir. 

The Cuatrman. You deposited your stock simply with the escrow 
agent, the Chase National Bank, in New York? 
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Mr. Houmes. Precisely. 

The Cuarrman. And you did not know to whom it was being sold ? 

Mr. Hotmes. No, sir; I did not. I had full confidence in the man- 
agement and still have. I have no feeling whatever that there was 
any violation of law. 

Incidentally, there have been a large number of these indictments, 
with respect to the sale of surplus ships, and there has not been a sing] 
conviction. 

The CuatrmMan. You simply accepted whatever price you thought 
the stock was worth ? 

Mr. Hotmes. I accepted the price recommended by the manage 
ment. 

The Cuarrman. And left the stock with the Chase National Bank ? 

Mr. Homes. Precisely. I never discussed the terms with anyone. 

The Cuarrman. At the time of the organization of the company 
in which you held this stock, you were in prea business ? 

Mr. Hotmes. At the time it was organized, yes, sir. 

The Cuatrman. At the time it was o organized ? 

Mr. Hotmes. Yes, sir. 

The CuarrmMan. You were not in Government work at all? 

Mr. Hotmes. Not at all. 

The Cuarrman. Any questions, Senator Green ? 

Senator Green. I might ask a few general questions. 


REASON FOR LEAVING AND RETURNING TO GOVERNMENT SERVICE 


[ notice from your statement that you were 4 years in private busi- 
ness, then 12 years in Government, then 11 years in private business 
and the last 7 years in Government again. What was the reason for 
your going back and forth between the two? 

Mr. Hotmes. The reason for my leaving the Foreign Service in the 
first instance, which was in 1937, was partly financial, but principally 
because I had young children and I needed to earn more money, and 
I wanted them to be here in the United States, to go to school. That 
was the reason for leaving then. 

Then when I came back into the Government, I came back in time 
of war. It might be worthwhile to remind you, Senator, during the 
war period I was doing the kind of thing the Foreign Service does 
all the while. I did not solicit the appointment as the Assistant Sec- 
retary of State for Administration at the end of the war. As soon 
as the war was over, I then went back to business. 

In fact, I made two decisions: The one in 1937 to leave the Foreign 
Service, and then, in 1948, to return to it. My decision to return 
to it, | was persuaded to do so by a lot of my colleagues. My children 
were pre tty well grown. I got my own affairs in pretty good shape: 
I. frankly, wante 1d to get back to my trade. 


STOCKHOLDINGS AND INVESTMENTS 


Senator Green. When you were in private business you made vari- 


ous investments in different companies. I think you referred to one, 


the milling company in Brazil. Were there others? 
Mr. Horimes. I have no investment in the company in Brazil, Sen- 
ator. lL worked on a salary. 
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Senator Green. You were an officer of the company ? 

Mr. Hotmes. I was an officer of the South American subsidiary 

Senator GREEN. You weren't a stockholder ? 

Mr. Hoimes. No, sir. 

Senator GREEN. Were you a stockholder in some of these other com- 
panies in which you were an officer / 

Mr. Hotmes. No, sir. I had a few shares in TWA, but very little 

Senator Green. How many different companies? 

Mr. Hotmes. I owned a hundred shares in the TACA Airways, 
qualified shares. I can’t remember the number of shares, but the 
value of the shares that I own in the Harris Construction Co. is $5,000. 
Il own no shares in the Reeves Instrument Co. 

Senator Green. And that is all? 

Mr. Hotes. Yes, sir. 

Senator Green. And do you own any now? 

Mr. Hoimrs. Any shares? 

Senator GreEeN. In any of these companies with which you were 
previously connected. 

Mr. Hotes. In the Harris Construction Co. I do; yes, sir. 

Senator Green. How much there ? 

Mr. Houmes. Its value is carried at $5,000. I cannot remember 
the exact number of shares because they changed. 

Senator Green. That is the only company in which you now own 
shares with which you were connected when you were in private 
business ¢ 

Mr. Hotmes. That is correct. 

Senator Green. What was this Brazilian company that you referred 
to? 

Mr. Houmes. It was General Mills. It was a very large milling 
company in Minneapolis. They wanted to explore the possibility 
of doing various things in South America, and particularly in Brazil, 
and I went down as a representative; in order to give me a base to 
start, we formed a Brazilian company. The General Mills Co. formed 
a Brazilian company and made me president. We were interested 
particularly in research in new products. A great deal of the research 
was done in the starches, the mandioca plant, which was related to 
the mill business. There was a good bit of work done in seeking 
sources of vitamin A. Some quantities were obtained from shark’s 
livers along the Brazilian coast. There was a contract with an Amer- 
ican research laboratory in Brazil, and many products were examined. 
It was an exploratory type of thing. 

Senator Green. When you went back again the second time to 
Government business, you resigned from these companies you were 
a director in ? 

Mr. Hortmes. Yes. 

Senator Green. All of them ? 

Mr. Hotmes. Yes. 

Senator Green. Did you dispose of the stock you had in them? 

Mr. Homes. I had no stock in any of them except the smal] hold- 
ing in the Harris Construction Co., which I still have. 

Senator Green. Your only financial interest in these companies 
were your fees as director ? 

Mr. Hortmes. That is right. 
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SERVICE AS COMPANY DIRECTOR 


Senator Green. Why was it worth the while of the companies to 
have youasa director ¢ 

Mr. Hotes. They paid me for whatever services I could render 
them, Senator. 

Senator Green. Did you render them any other services except 
attending mares of the board of directors ? 

Mr. Houmes. Yes, I did, certainly. I went to—the first one that 
comes to mind is that I went to France for the Reeves Instrument Co. 
and negotiated the manufacturing rights for a lot of special motion- 
picture reproduction equipment. I did a variety of things. I ad- 
vised them on some of their foreign business. 

Senator Green. I don’t want to imply anything improper in it. 

a Hoimes. I am sure it was not. 

ator Green. They regarded you as being in an advantageous 
po sition, having been previously a diplomat, to know your way around 
n the world, so that they could send you abroad; is that the idea ? 

Mr. Houmes. Yes, sir. That was part of it. I had pretty sub- 
stantial foreign experience. I had some foreign languages. 

Senator Green. And then you got additional compensation for 
these trips 

Mr. Hotes. No, sir; | wason an annual retainer. 

Senator GREEN. You were? 

Mr. Houmes. I was on an annual retainer. 

Senator Green. How much? 

Mr. Hotes. Reeves Instrument Co. paid me $10,000 a year, and 

he Harris Co, paid me the same. 

Senator Green. That is what you gave up when you went back 
nto public service ¢ 


Mr. Houmes. Yes, sir. 
REASONS FOR RETURN TO GOVERNMENT 


Senator Green. Why were you impelled to go back into Govern- 
ment service ? 

Mr. Houmes. My interest in the international affairs of the United 
States, the position the United States found itself in through the de- 
velopments of recent history, never flagged during the time I was out 
of the Government. I was constantly interested in it and had some 
experience in dealing with these matters. I simply wanted to get back 
to do the thing I thought qualified to do and liked to do. I was per- 
suaded to do so by a lot of my colleagues in the Foreign Service in the 
State Department, who wanted me to come back. 

Senator Green. They were urging you to come back ? 

Mr. Houmes. Yes, sir. 

Senator Green. That is all. 

The CHarrMan. Senator Langer? 


PROFIT ON THE TANKER DEAL 


jator Lancer. Mr. Holmes, how much did you pay in to this com- 


pany eo at organized to take over these five tankers ? 
Mr. Houmes. $10,000. 


Senator Lancer. How much did you sell your stock for ? 
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Mr. Hotes. $280,000. 

Senator Lancer. How long did you own it? 

Mr. Homes. I think it was from late in 1947 until July of 1953. 

Senator Lancer. I take it you love this country very much / 

Mr. Houimes. Yes, sir; that is true. 

Senator Lancer. Didn’t you think that profit was entirely excessive ? 

Mr. Hotmers. No, sir; I did not. 

Could I say something on that score, sir? 

Senator Lancer. Yes, surely. 

Mr. Hortmes. There has been a lot said about the profit in this trans 
action. It was a transaction of $10 million, and a total profit of 
$2,800,000. It was not a profit on the equity amount of money that 
was put into it. It was a $10 million transaction. The money was 
borrowed and financed by using the credit which was there, as I think 
most companies do. It was a speculative operation, because we might 
have finished at the end of the charter period with these ships, with 
nothing but junk. I can remember talking to my hometown banker 
in Wichita, Kans., before putting in this $10,000, and he was not very 
keen about it. He said, “You know what happened. A lot of people 
got into big losses by buying surplus ships after the last war. You 
must know, if you are doing this, it is speculation. You may lose 
your $10,000.” 

It was a speculative operation. It came out very well. 

Senator Lancer. Who talked to you about putting in this $10,000 
that paid you $280,000 a short time later ? 

Mr. Hormes. No one talked to me in that sense, Senator. We were 
a group of people together. There was Stettinius, Klein, Casey, and 
the partners of the Marine Transport Co. We decided to do it. No- 
body persuaded me to do so. 

Senator Lancer. Mr. Stettinius had been Secretary of State? 

Mr. Hotmes. Yes, sir. 

Senator Lancer. Had you worked under him during that time? 

Mr. Homes. I had. 

Senator Lancer. What was your job under Mr. Stettinius? 

Mr. Hoimes. I was Assistant Secretary for Administration, 

Senator Lancer. When did Mr. Stettinius’ term expire, or when 
did he quit? 

Mr. Hormes. I don’t remember the date, Senator, but I think it was 
probably some time in 1945, fall of 1945. 

Senator Lancer. When did you buy this stock? 

Mr. Hotes. In late 1947. Mr. Stettinius was not in the Govern- 
ment. 

Senator Langer. You were the president of this company down in 
Brazil? 

Mr. Hormes. Yes, sir. 

Senator Lancer. But you were not a stockholder? 

Mr. Hotmes. No, sir. 

Senator Lancer. Just how was this company organized so that a 
fellow could be president of it and not be a stockholder in it? 

Mr. Hotmes. I presume that that is permissible under Brazilian 
law. The question never came up. 

Senator Lancer. Who did own the stock ? 

Mr. Hotes. The General Mills of Minneapolis owned all of it. 
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Senator Lancer. You didn’t even have to own 2 or 3 shares to 
qualify as president ¢ 

Mr. Houmes. I cannot remember. It is very possible that 2 or 3 
shares were in my name, but I don’t believe so, Senator. 


PURCHASE AND SALE OF TANKERS 


Senator Lancer. How much did the Government get for these 
five tankers ? 

Mr. Houtmes. About $9,700,000. 

Senator Lancer. How much was the stock sold for, all together. 

Mr. Houmes. The stock was sold—you see, the stock was sold for 
$2,800,000. The new stockholders then got whatever equity there 
was. There was never any value placed on the ships. The ships 
weren't sold. By the way, there were 48 stockholders. All the stock- 
holders sold their shares to the American company. 


Senator Langer. What did they get all together for those shares ? 
Mr. Hoimes. $2,800,000. 


Senator Lancer. What were the ships sold for, finally? 

Mr. Hotmes. The ships, I believe, were not sold finally: I think 
they are still owned by the same company, Senator. 

Senator Lancer. In other words, you bought those 5 tankers for 
$9,700,000 2 

Mr. Hotmes. Yes, sir; that is about the price. I cannot remember 
the exact figure that was paid to the Maritime Commission for them. 

senator Lancer. How much stock was issued in this company ? 

Mr. Houmes. How many shares? 

Senator Lancer. Yes. 

Mr. Houmes. Senator, I frankly don’t remember. 


CASH INVESTED IN THE TANKERS 


Senator Lancer. Well, how much money, you say, you borrowed ! 


You say you borrowed about $9 million from the Metropolitan Life 
Insurance Co. ? 


Mr. Hoimes. Yes, siz 

Senator Lancer. So the 68 you say were in this company 

Mr. Hotmes. There were 58. 

Senator Lancer. Sixty-eight actually put up $700,000 ? 

Mr. Houmes. No, sir. Don’t take my figures as being accurate, 
because I am speaking from memory. The amount of money that 
was paid for the ships was approximately $9,700,000. 

Perhaps I can answer your question this way: The amount of cash 
that was put in by the original stockholders, in addition to the money 
that was borrowed, was $100,000. 


Senator Langer. That was all the cash that was actually raised, 


SLOO.OOO ¢ 

Mr. Houmes. Cash was put in of $100,000, and over $9 million was 
borrowed. 

Senator Lancer. You put in $10,000 of that $100,000 ? 

Mr. Hotmes. That is right; yes, sir. 

Senator Lancer. Do you remember whether your stock was soli 
at_a cheaper price than the stock was sold to the public, or whoever 
else was in on the deal? 
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Mr. Hotmes. No. When the stock was sold, it was all sold at the 
sale price. 
Senator Lancer. All together, how much did these 68 gentlemen 
take out of this investment of $100,000 ? 
Mr. Hortmeps. $2,800,000; I believe that is right. 

Senator Lancer. That isall, Mr. Chairman. 

The CHatrMan. Are there any further questions / 

( No response. ) 

The Cuatrman. Thank you very much, General. The committee 
does not have a quorum present, and we cannot act, of course, until 
we have the quorum of record. 

Are there any other witnesses desiring to be heard on this matter? 

( No response. ) 

The CuarrMan. If not, we thank you very much. 

Senator Lancer. I would like to ask another question. 

The Carman. All right. 

Senator Lancer. Have you ever been interested in any oil company ? 

Mr. Hoimes. I own a few shares of stock in Socony-Vacuum, but 
[ have no active participation in it. 

(The committee then proceeded to other business. ) 
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